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PREFACE 


This is a summary of the Atlantic Development 
Councils Report on the “economic ‘condition Of “the Atlantic 
Region and recommendations for an economic development 
BEerategy, for the Region in the eighties. At the risk of 
Over-simplifying to capture the spirit and essence of the 
Report, the summary has been prepared as a guide to the 
Main text and, of course, is not intended to supersede the 
Report Leselt . 


The Council was established by the Parliament 
of Canada in 1969 to advise the Minister of Regional 
Economic Expansion. It published its first recommendations 
for an economic development strategy for the Atlantic 
Region in 1971. In the light of the experience and events 
of the seventies, it has attempted now to review the 
underlying causes of the Region's economic performance 
and to postulate a more active economic involvement for 
the Region in a Canada now itself undergoing fundamental 
re-examination. 
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1 - STRATEGIC THEME 


There Vis No “political ser \other serdgantiiz ational 
entity solely responsible for the care and nurture of the 
economy of the “Atlantic Regilon of Canada. Indeed the 
regional economy itself exists only in the mental exercises 
of combining the numbers and mix of activities reflecting th 
economies of the four provinces of Newfoundland, Nova Scotia 
Prince Edward Island and New Brunswick, and of considering 
the sum an the larger ‘context of (Lhe tecononmprof "the Garadian 
federation. Viewed in this fashion the Atlantic Region's 
economy may be compared with those of other regions of Canada 
and of Canada as a whole. 


The measures of economic disparity between the 
rest of Canada and the Atlantic Region appear on close 
examination sufficiently striking to warrant the grave 
concern of the’ natdvonal government; all provincial governments, 
and the Canadian private sector at large, all of which have 
particular interests and roles in the Atlantic Region's 
economy. There’ is much "evidence te indicate "that past 
interactions between these participants, because they are 
acting in the national and international economies as well 
as within the regional economy, have a substantial impact 
on the Atlantic Region. 


The Cowmcall «nt (tts Tadvasory Wolle: ttctsa Hiederad 
Minister has endeavoured to frame an economic development 
strategy for the Atlantic Region encompassing the interests 
and roles of all concerned. It not only seeks to enhance 
the internal wealth-generating capability of the Region's 
human and material resources, but also to postulate more 
active participation by the ‘Regwon ton "the Werger stage of 
the economy of the Canadian federation. Genuine support in 
this objective requires a “conscious effort toiftocus' attention, 
periodically: ai ileastyp solely onthe Segioral stage, somthat 
the players may discipline themselves and one another into a 
coherent and satisfyinc performance. 


In broad outline, as the Report's Table of Contents 
indicates, the Council has approached its task in the following 


fashion: 


(a) by establishing an array of current evidence 
of the e>tent and nature of economic disparities 
between the rest of Canada and the Region; 
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(b) by examining historical evidence of the 
evolution of the Region's current dependent 
economic condition from self-reliant separate 
economies of earlier days; 


(c) by assessing generally the effectiveness of 
the means which the national government has 
used in the past to supplement the Region's 
AbLIAtCy. oO’ Get byon ats. own resources, within 
the cons raints imposed by the national econom; : 


(d) by identifying means by which the national 
government might set other economic processes 
in motion £0 reverse. the Region"s, drift. into 
dependency; 


(e) by reminding the Canadian private sector at 
Large, that.thes Atlantic. Regqiuon 2s a,Vital pact 
Of the, body) of, Canada, preterring an active 
role in the national economic endeavour rather 
than a passive or receiving one; 


(2) by examining the considerable range of oppor- 
tunity opening to the Region for an entrepreneurial 
renaissance in the cultivation and use of its 
resource endowment, geographical position, and 
membership in the Canadian family; . 


(g) by quantifying the net additional job-creation 
requirement for the Region to 1991 and suggesting 
desirable corrections for the shape of the 
industrial structure of the Region; 


(h) bY advising on public policy changes appro- 
priate, to. the economic circumstances of the 
Region; and 


(7), by seeking, to, inform the peapte of the Region 
of the. vulnerability of their collective 
economic condition, despite steady improvement 
in their material living standards, and of the 
challenges and implicatiois for them in the 
next decade. 
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The Council has had: numerous sittudies: carried out 
both by its own staff and by contract; it has consulted with 
a cross-section of business and labour leaders of the Region; 
it has met numerous times both in committees and in full 
session; and both Council members and staff members alike 
havegconstlted ons various issues with government officials 
and private individuals known to be informed and concerned 
about the) economic, states of) the, Region. These conc iusion 
appears inescapable that, even with enhanced prospects of 
yolwesitoO “be gained, from the’ Regions resounces, in the future, 
PHewReg oni rannot Look: to this. sourcesalone to sustain and 
improve upon its present position. Even less satisfactory as 
a means of ensuring its economic security for the future 
woulLdadyibesa continuation of, the current. rate,of. growth, in the 
Region's dependence on federal transfer payments. Already 
the Region is nearly three times as dependent on Canada in 
percentage terms for its gross provincial expenditures as is 
the rest of Canada’. Since a process of national reassessment. 
is already underway in Canada, the Council considers the tim-ng 
propitious for the political leaders of the Region to seek 
a better set of understandings, by no means all contingent on 
const ioutional, reform, abowt- the) nature of. thes national 
purpose in economic affairs. 


Thepicouncsiil. is) not, proposing) a financvalaiscolution 
forsthe Region's» economic ilis. «If ate weregs it would, be 
advocating transfer payments in even greater abundance and 
variety. It senses clearly that the people of the Region 
Waijtemot bes» satisfied: te, be "kept" byuitiscal’ means...) What 
jteas proposing-is» that theenational: economy, bel so, managed 
any future that) the Atlantics Region wild: besenabled, toy share 
nome appropriately. ins national, economics activityyatseif,, and 
that. Some, of, theamajor economic] prospects! of) then Regions be 
regarded 2s of national significance and priority. 


Much of the Report is therefore concerned with 
the basic objective’ of) regaining for the Atlantic Region 
a sure sense of participation in national economic endeavour. 
Various national economic roles that could be carried out 
in the Region are suggested, some of which are outlined in 


subsequent sections of this summary. 
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The Council does not contend that the Region has 
been denied national economic roles altogether, but rather 
rat “ews degree of participation in “the past’ has been 
PHSeurrLCLent . in the hindsignt Of history; Once the federation 
was launched, the Maritimes were hardly needed (Newfoundland 
Obviously not at all), as political and economic power con- 
€eitrated in the Ontario-Quebec partnership t6 oOYganize and 
exploit the vast resource reservoir of the West. Now that 
OuNer political and economic concentrations of power are 
growing, to challenge the historical pattern, a more mature 
accommodation of Canada's parts is needed. Pe AS. fee 
Council's view that regionally balanced economic activity 
in the Canadian federation should be elevated to the status 
of highest national purpose, and that strengthening the 
regional economies will substantially strengthen the nation. 


To the extent that the Region can attain greater 
self-reliance from its own resource base, the less it will 
have to depend on federal tax dollars in transfer payments 
and the less the task will be for the national economy to 
agree to appropriate economic roles for the Region. The 
Councrli rs convinced from its survey of all the major resource 
sectors of the Region that its resource base is capable of 
sustaining substantially higher levels of employment in 
Primary, Secondary and tertiary activity, and that evencs 
of the seventies have generally tended to favour an optimistic 
outlook in the long run for more sibstantial rewards from the 
Region's basic industries. For ma::imum benefit to the Regio1 
trom utes resource base, however, particularly the offshore, 

a number of major changes in attitude and policy are recommer ded 
Botr at the national and provincial levels ot governmenc, as 
indeed they are needed as well in the redirection of the 
national economy. 


The Council's development targets are derived from 
two main considerations: 


(a) projected growth in the labour force, and 


(b) present economic disparities between the 
Region and the rest of Canada. 
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It is estimated that between 350,000 and 400,000 net 
additional jobs will be required in the Region by 1991 to 
employ the projected labour force, to reduce the unemployment 
Zoce® to 5% Or ‘thereabout's, and to" bring the Vabour force 
Parcilcipation ‘rates for ‘the’ Region aw least to the level 
which the nation as a whole has attained at present. Possibly 
Rie Garge tof a’ S27 unemployment rate ®Gs Uhrealastice in view 
of the present’ very high unemployment’ rates: in} the Region. 
mhe Council has’ chosen a range for the net additadonal jobs 
required, because of the variables involved. Thus; Lf. the 
labour force participation target rate were achieved, but 
only a 6% unemployment rate, the net additional jobs requirel 
would be approximately 390,000. At 7% it would be 280; 000; 
ene at OF 556, 000. 


The Labour force participation rate is one of a4 
family of indicators of the comparative economic condition 
of the Region which the Council advocates should be 
Spproeening by 199] ‘parity with similar indicators tor 
the rest of Canada. Because the Region's labour force 
Darereipation rate is significantly below that for the 
rest of Canada at present, the official unemployment rate 
for the Region seriously understates the extent of 
unutilized labour in the Region. There are other reasons 
for this view as well, as indicated in the Report. 


The per capita income indicator must also be 
Bored 27 thas summary. The Councils view, Us (thet there 
enoUuL” pe a Signvt®icant rise. in (per capita incone. 1h) the 
Atlantic Region above.the 1977 Level of 72.7% of the average 
for the rest of Canada. <A target of 90% by 1991 may be 
Speimistic;, in view of the practical problems of combining 
Massive job creation and reduction of the per capita income 
gap in the same period. Tt is also recognized, in the 
interests of good economic health for the Region, that 
closing the per capita income gap should not precede building 
the strong economic base to sustain the gains in income. 
These considerations notwithstanding, the Council is still 
convinced from its review of the evidence that present 
economic disparities between the Region and the rest of 
Canada do not constitute reasonable tolerances. 
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tae COuncIL “considers Le ampercant in a time of 
serious national self-examination to be frank about the plac» 


of the Atlantic Region in the Canadian federation. i ies SE 
concerned not with assigning blame or plaudits for the 
Region's economic disappointments or progress. The Council's 


concerns are that an economic development strategy for the 
heQron De LaeCntified and recognized not only” te’ give direction, 
prospect and self-fulfilment to the people of Atlantic 

Canagea but to form a” centrepiece in a’ strong Canada. 
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IT - COMPARATIVE STATE OF THE REGION 


Chapters 1 and 2 of the Report provide much of 
the factual basis for the Council's assertions about what 
should be done to place the economy of the Region on a 
sounder footing in the eighties. Chapter 1 examines the extent 
of current economic disparity between the rest of Canada and 
the Region by various measurements of economic performance 
in the seventies, and the means employed by the national 
government to minimize the disparities. Chapter 2 reviews 
briefly the historical experience of the Region in the national 
economic context since Confederation. 


It is apparent from the experience of the seventies 
thatthe disparities*have continued to widen. It is further 
apparent that the means employed by the national government 
to Minimize them, while notably improving the material 
Statianrd of living in the Region, for the-most*part (the 
200-=miltte limit) being a dramatic exception) have had the 
effect of palliatives in thelr impact upon the basic vulnera= 
bility of the regional economy. 


There has been a noticeable improvement in the 
percentage of personal income per capita for the Region, 
eompared to the rest of *Canada, from 69.4% tn 1970 t07 72.7% 
i Eo Ta The absolute dollar difference, however, increased 
trom 966, in 1970 to S2,064 in 1977,’ and the divergence is 
continuing. That some relative improvement occurred appears 
to Neve Tesulted almost entirely <ftrom continuing igrowth .n 
government transfer payments to persons, particularly 
unemployment insurance benefits. Comparisons between the 
Region and the rest of Canada by earned income and transfer 
payments as components of per capita income (for 1970 vand 
Loi Cane, Given in Fable sl. 


Provincial governments of the Region have also 
become more reliant on federal transfers, although such 
reliance has been to a lesser degree than individuals. 
Overall dependence of the Region on federal transfer 
payments increased from 20.3% of gross regional expenditures 
jn 12970 to 26.4% by 3976, .and wag at, that? time? nearly’ three 
times higher than for the rest of Canada and more than twice 
as high as for the most dependent province outside the 
Region, as shown in Table S82. Relatively more dependent on 
transfer payments as the Region is, however, the dollar 
amounts paid to some other provinces are substantially larger, 
as shown in Table S3, because some of the component payments 


are functions of population. 
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The official unemployment rate for the Region rose 
much faster than the rate for the rest of Canada in the 
seventies (Table S4),;, and was 12.7% in 1977 compared to 7.7% 
for the rest of Canada. Employment fromwi970, to 1977 grew 
at a slower rate, and the Region's share of total Canadian 
employment fell marginally. New capital investment in the 
Region grew at half the rate for the nation as a whole in 
the 1970-77 period, while the Region's share of annual new 
capital investment in Canada declined from 9.2% in 1970 to 
ei 4% in 1977. 


Undoubtedly the Region would have fared much worse 
in the seventies without the large federal transfers and 
regional development programs, but even in combination with 
internal wealth-generating activity they have not been 
sufficient to prevent significant slippage in the Region's 
relative economic position. 


Growing dependence of the Region on federal 
transfer payments appears to have had the effect of changing 
the structure of the regional economy in a way which 
increases its vulnerability in the event that transfer 
payments are curtailed and new economic opportunities are 
not found to compensate for the loss. The mix of total 
employment in the Region among primary, secondary and tertiary 
sectors has developed in recent years, in the Council's view, 
an excessive degree of dependence on tertiary employment. 
Table S5 shows the change in the sectoral pattern between 
Uoa70 and 1977. In the primary industries employment in the 
Regieon declined by 12.5% lover the 1970-77 period, ‘although 
the impact of the 200-mile limit on primary sector 
employment may not be fully reflected up to date by these 
Figures . There was also a decline -in the relative importance 


of Manutacturing. Although the number of employed people 
in manufacturing in the Region has shown a small gain 
overall, a decline in numbers began to appear in 1977. In 


the service industries, on the other hand, there has been 

a notable increase in its share of total regional employ- 
Ment, €rom 55.5% in 1970 to 60.6% in’ t977. To some degree 
this pattern parallels the Canadian experience as a whole, 
although the nation is somewhat less dependent on service 
industries and is showing a gain in primary sector employment 
while the Region is showing a loss. 
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TABLE S4 


Unemployment Rates for the Atlantic Provinces 


And the Rest of Canada 


1970-77 ‘2) 


Atlantic Rest of 


Year INGEIWSE Pee el. Nese N.B. , 
Provinces Canada 


1970 PS So! ore 
1971 Bod dei S.2 
1972 See iE ere 
£973 On ieee 5.4 
1974 Me 7.4 a) ell 
iDi> 14.2 eee 6.7 
1976 £3.06 228 b.8 
BAS a a HS eS, 8 Wierd 


Source: Statistics Canada 71-001, "Labour Force Survey". 


aoe age sg, 5, COTE IR carga ae Ne PS trae AS RNa 8 NEN eNO 7a ee nee 
a) Rates shown for 1970-75 have been converted to the new labour 
force surveys base introduced by Statistics Canada tn L976. 
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TABLE S5 


Changes in Total Atlantic Region 


Employment by Sector, 
UES 7 [6s fe eo Re ¥ a7) 


(in thousands) 


% Net 
Relative 
Change q 


2 
co) 


Sector 1970 LOW, Change 


Primary | 64 56 
Manufacturing 95 98 
Support LS 136 
Service 340 446 
TOTAL 612 736 


Source: Statistics Canada "Labour Force Survey", 
December, 1977, and unpublished Statistics 
Canada data for 1970. 


(a) 


Percentage net relative change is the change in employment 
in the Region relative to the Canadian employment growth rate. 
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The Council's concern from a regional viewpoint 
LSsthat too little of the’ growth in service employment is 
related to the generation of goods production in the Region 
mite Ooo Much us ‘artificially induced by transfer payments. 
Proedarecion, much of’ the impact of service industry growth 
leaks quickly from the Region in the form of consumer spending 
to helpmsustain goods’ production elsewhere. 


whether! through’ oversight: or’ the need +o find funds 
for ties anereasing flow of individual’ (e.g, unemployment 
insurance) federal transfer payments ‘to the Region to maintain 
ite Standard of living, funds provided annually to’ the Region 
for special regional development measures by the Department 
of Regional Economic Expansion (DREE) have been declining in 
real terms during the seventies. The decline has also been 
evrdent an the annual budgets for DREE as a whole, which fell 
from 2.1% of gross general federal expenditures in 1970-71 to 
Le 28* ne 1 O77 PO 


The Council has been puzzled to note that the 
decline in real terms in overall DREE expenditure has been 
applied’ generally tothe Atlantic Region rather than to the 
rest of Canada, despite the adverse trends in economic 
disparities. This finding is not sigqgniEicantiy altered 
when annual funding for the Cape Breton Development Corpora- 
£i0mn “{DEVCO) as added to DREE expenditures, although the 
Council has preferred to treat DEVCO as a unique commitment 
from the sixties, in large measure concerned with the 
maintenance and rehabilitation of a coal-mining operation 
under public ownership. 


Ae noted in the Preface to the Council’ s Repoxe, 
it would appear that there was no deliberate attempt to 
allocate DREE funding by province, since the Department, 
at least from 1974 onwards, would be responding to good 
initiatives for lagging geographic areas across the country. 
Clearly the Atlantic Region has received a substantial share 
of the total funding made available to DREE (about 44% of the 
total from 1969-70 to 1977-78), but the proportion to the 
Atlantic Region has declined from a high of about 53% in 
1970-71 to about 38% in 1977-768. There may be questions 
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whether the Atlantic Provinces have been tardy in bringing 
forward good initiatives and whether reviews of provincial 
proposals by federal departments other than DREE have slowed 
down the flow of funds. These figures are also undoubtedly 
mri tiuenced sbythe act that «che DREE, effort started an «the 
early seventies with major expenditures in the Atlantic 
Region and thus the early base for the percentage calculation 
is large. Nonetheless, the figures do suggest that a DREE 
program widely diversified in Canada is not going to enable 
the Atlantic Region to close the economic disparity gap 
seonitbcantiy.: ‘The effort atforded lor DREE™s ‘special 
Measures in the Atlantic Region, moreover, does not appear 
from the evidence to have been governed in scale and nature 
by objective performance measurements related to the 
progressive reduction of economic disparities between the 
rest of Canada and the Region. 


The Council believes that a unique and fundamental 
approach is required by the national government to the econo ic 
Malaise! Of tthe Atlantic Provinces; and thatthe historical 
origins of the malaise as well as its current symptoms must 
be “taken into *account, if an adequate understanding is ‘to be 
applied to its treatment. 
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peas STURTCAL PERSPECTIVE 


All of the Atlantic Provinces experiz2nced serious 
misgivings before deciding to join the Canadian federation, 
Ducheach’ in ats, owns set of circumstances was persuaded, two 
at the very beginning and two later, that Confederation could 
only mean accelerated economic development for its people. 


With the promise of the Intercolonial Railway, 
the Maritimes were convinced of a wider market for their 
emerging manufacturing enterprises, which with well established 
primary industries and a world presence in shipping con- 
stituted viable, self-reliant economies built up over a 
century by hard-working, outward-looking people. LT ks OAL 
bhes Maritimes, had 20% of Canada's population, and produced a 
Guarrer Of Lhe .couniry's: Minang output. » By 1880. manufacturing 
accounted for a respectable 37% of Maritime output, anda 
multiplicity of small to medium-sized firms competed for 
Manke ts: both within the Region and. further afield. Although 
technological change was displacing excellence in wooden 
sailing ships, the Maritimes shared expectantly in the 
preoccupation of the new nation with the opening up of the 
West and embraced the national policy of protective tariffs, 
railway-building and immigration for the prairies that would 
Sustain the Région'’s industrial growth. TexsieLes>. ral lway 
track, clothing, lumber and assorted hardware and foodstuffs 
were made and sold from the Region. Freight rates on the 
Intercolonial were controlled in the Region. There was also 
a cultural burst of creative energy in poetry, song and 
invention. 


Early optimism in the Maritimes, proved, itdlusory 
in sbhe second half. century of Confederation.» As Canada 
expanded westward and major metropolitan centres grew in 
Montreal and Toronto with a western extension in Winnipeg 
anda. National) capital adn, Ottawa «to iomches'tuate -the .process, 
the industrial enclaves in the Maritimes found themselves 
mach tLarthe xr premoved ‘irom -the «wentue of, igrnavisay of ,the 
domestic market than their competitors, and their political 
influence in the union diminished as their population became 
less and less significant in the national picture. Financial 
institutions drifted away and industries closed, sometimes 
after merging with entrepreneurs from the regions of Canada 
they were designed to serve. Although the Intercolonial 
Railway had shown a modest operating surplus between 1897 
and 1917, Lf was included in the collection of railways 
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formed into the Canadian National Railways system in 1918 
because of financial difficulties from railway oveTrabiild i ng 
in the West. Drastic freight rate increases, accompanied 

by equally oppressive railway operating losses, were now 
imposed on the Maritimes from Montreal, and between 1920 and 
Imes thet number of manufacturing) jobs) in. the princi pad 
Maritime industrial centres (e.g., Halifax, Moncton, Truro, 
AMpeTCste po oantewohn and Sydney) fell by 44%: and 150,000 
Maritimers left the Region. 


A sustained protest movement in the Maritimes 
during the twenties was eventually successful in obtaining 
compensation in the form of freight subsidies on westbound 
goods on the eve of the depression of the thirties, but 
Maratamer industry never did. mnecover,as.a,- factor: an, the 
netaioneal niar kets. Concentration, of) financial, andustrial 
and political power in Central Canada continued, much of 
ieee undusitrys inathe, form of branch) plants subsidiaries) .of 
UGp Loma rms . In a state of arrested development, the Maritimes 
were left to get by on their own resources in what was to 
become a Canadian backwater, useful to the nation as a 
source of manpower and as a captive market for Central 
Caneatanl Anmmiusitry, but! novdlongere am, the: mainerchannel.. 


Newfoundland joined late, notwithstanding the 
experience of the Maritimes, and has benefitted substantially 
from the federal transfer payment system which was evolving 
in response to perceived national obligations to distressed 
persons and provinces. Its economic development had proceeded 
more slowly than the Maritimes'. Having weathered a series 
of: political and economic afflictions, however;) Newfoundland 
did not come into the union empty-handed. ith had arisubestant1.a:) 
resoumce base), was, out of) debt ,;, had @ strong, entrepreneurial 
traditamnse a self=-relaant population, active mines: and 
Paper-mills,) 150,000 square, mitLes, of land, faxrst cia, woot sa 
half: millionssequare miles of) contimental shelf ,, aithorough 
knowledge of the offerings of Canadian mail-order houses, 
and a sense of identity possibly matched only by Quebec in 
the Canadian family and as deeply rooted in folklore and 


logistic. adaptation. 
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Newfoundland's fishery revival prospects dissipated 
durang the ‘fifties and sixties, as the welatively strong 
indigenous business community, long resistant to Confedera- 
tea isi need mathe: qui chin. from straditional fishery 
exports, local trade, and small manufacturing to warehousing 
and distribution for national and multi-national firms. A 
low batting average in implanting new industry as a substitute 
for fishery employment led to much out-migration in the 
fifties and sixties and to very high unemployment rates by 
the mid-seventies. The value of the Newfoundland fishing 
gzrounds “in world food supply was not ignored by foreign 
fleets, as fishing stocks were depleted through over-fishing. 
Newfoundlanders meanwhile were becoming accustomed in 
increasing numbers to a demoralizing dependency on federal 
transfer payments both to supplement personal income and to 
sustain the provincial economy. Undoubtedly the personal 
security of Newfoundlanders was improved by the decision of 
Lo49.,, DUE “eG was: at the praice,of becoming: with Marabimers) ‘a 
colony of the “empire of ‘the St. Lawrence”. 


The colonial analogy is hardly new nor its 
connotations) all valid. People of the Region were willing 
accomplices in much of the process, which can hardly be 
described as an imperial design, though the effect lingers. 
Collectively the Region has been less imaginative, enter- 
prising and resourceful than its advantages warranted. 


An economic development strategy for the Region 
over the next decade should be concerned as much with 
Tanta fyvang, mataonal.economic roles tori whey Region,! un 
anteieipation of: they kind, of mews Canadaan anrangementrithar 
would be acceptable to it, as with postulating workable 
initiatives for an entrepreneurial renaissance based on 
the Region's resources. The, Couneid dasanotjpadvocatingr that 
historic grievances be made the basis for bargaining, only 
that the historic experience be kept in mind, particularly 
by the Region's negotiators. The Council does recommend 
that an in-depth but popularly readable economic history of 
the Atlantic Region be produced as a major starting point 
for intelligent mapping out of future economic policies. 
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IV - NEW DIMENSIONS FOR THE REGIONAL ECONOMY 


Much as the Atlantic Region may have to depend in 
the immediate future on a continuing flow of federal transfers 
to provincial governments and individuals, the Council feels 
that massive reliance on these financial instruments by both 
tevels of government is in, the. long run counter-productive as 
a means of revitalizing the regional economy. Phe. Counc | 
advocates a gradual shift in government policy away from a 
largely financial response to the Region's economic difficulties 
toward a redistribution of some elements of national economic 
activity itself. such 2a move. in. the, Council"s view, is 
essential if the Atlantic Region is to supplement the mix and 
volume of its internally generated economic activity ona 
scale which offers hope for the Region to catch up with the 
rest of Canada in a reasonable period. 


The, Council has ja number.of roles to suggest, but 
what it wishes to emphasize most is that conscious decision- 
making is required. It does not subscribe to the view that 
Bene Taising of the. freight rates by the. CNR after 1918 was a 
deliberate decision to undermine the competitiveness of 
Maritime industry: only that such decisions often sack 
regional sensitivity. 


Since the whole population of the Region only 
approximates that. of Metropolitan Toronto, the volume of 
"national economic activity" to be channelled to the Region 
need not be considered an insuperable barrier, in view of 
the substantial potential of tthe, Region's, resource hbase. 
Great care should be taken, moreover, inh ensuring that tue 
mix of new activity complements the Region's natural assets 
awa helps to £ili gaps in. the ‘skills and technology required 
in the Region. Otherwise, in the Council's view, the volume 
Se iat onal economic .ctivaity, .to be staken, an by the Region 
would have to. be much larger, or the drain on the federal 
Treasury for transfer payments correspondingly prolonged. 


The council losks.«<to the nmational governmenr, 
because of tts responsibility, for ~he national economy, 
for leadership in the inplementation of this major facet 
of an Atlantic Region development strategy. Among the means 
available to induce additional economic activity to locate 


in the Atlantic Region are: 
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(a) relocation of additional federal government 
operations’ to the’ Region! (just one example: 
2amMi MLSs Craeitnon, of 9 theanational lottery) >< 


(b) special regional incentives for, and moral 
j suasion of, national corporations and other 
national organizations; 


(c) certain’ regional ly* differentia tied! taca ai nduce= 
Ments ana Liscal policies: 


(a) redefinung the concept of whati benefits 
Canada, and making regional economic develop- 
ment a major part of that redefinition: 


(e) using the federal declaratory power to make 
the AtVantic’ Reqion-the: docusi@t national 
projects such as an Eastern Canada power grid 
ora icOomplex fOr extraction and delivery o£ 
BECtLC O11 cand, Gas; 


Cote) Givangoiihie: Atlantic? Region thigh promis ain 
the national need to create a number of world- 
scale centres of excellence in technological 
endeavour consistent with the Region's 
resources; and 


(g) tariff negotiations and efforts by consulétes 
abroad to identify and promote trading oppor- 
tuna tives’ for ther Region. 


Provincial, governments and the private sector both 
within the Region and elsewhere in Canada are by no means to 
be regarded as anditferenty bystanders’ in? 'as process) in which 
the national government is expected to show leadership. 
Continuing consultations between both levels of government 
and the private sector would be essential. Provincial 
governments would be expected to be active seekers of new 
economic roles for the Region, to indicate preferences, and 
to use their own powers to create situations to which the 
national government and the private sector might constructively 
respond. The private sector within the Region might do 
likewise and cultivate in their own businesses the seed-beds 
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of new or expanded economic activity oriented to the possi- 
Daeg ies £Or new roles for the regional economy. The private 
Sercrorgmim the rest of Canada, particularly national and 
multi-national corporations which have long ignored the 
Pebauetc Region except as an outlet for their goods, and 
services, need special reminders to consider Atlantic Canada 
in their plans for investment and expansion. A thoughtful 
reminder has already been delivered by Premier William Davis 
Sie Ontario in his brief to the Task Force on, National Unity 
Tae Ody < 


Examples of new and expanded economic roles which 
the Council suggests might be considered for the Region are 
the following: 


(a) a world-scale competence for Canada ina 
wide range of ocean-based economic activity, 
including offshore resource development, 
cold water research, etc.; 


(i) receiving terminal and supply base for 
development of the resources of the Arctic 
Islands; 


(c) ereation of a’ strategic complex of energy= 
intensive industries in Labrador, where 
hydro potential is large and transmission 
costs to distant metropolitan centres is high; 


(d) production and assembly plants for export 
to Atlantic him countries; 


(e) Service centres for national needs in some 
of the family of federal government adminis- 
trative Operations (€.9., printing, statistics, 
Gata processing, laboratory tésting, supply 
management, staff training) ; 


Cz) research and development centre for uncon- 
ventional means of energy generation; 


(g) specialized services for national corporations; 


(h) continental gateway transportation, both for 
import and export; and 
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fe} managing the extended Atlantic fishing 
PiMmLt Ss O.f, Canada, to, create in the Region a 
much expanded and diversified fishing industry 
eomp leas. 


The Council appreciates that a somewhat different 
view of good corporate citizenship may be needed in Canada, 
from the present tendency to centralize as many head office 
and production operations as possible, but has been hearteneli 
by the example recently shown by Northern Telecom Canada 
Limited. This company has established a number of manufacturing 
operations in the Atlantic Region, producing high-value, 
low-bulk components for its national operations and employing 
some 500 people. A company spokesman has described the move 
noOtas anjpialtruistic’ gesture» but, as a isound business 
undertaking, in view of the extensive usage of the company's 
products in the Region. Not only might such decisions be 
weveomedstine the Region; but publi@attention miightealso be 
draw to ythose national :corporations which maker no ef fort to 
create employment in the Region beyond the minimum required 
EO market. their. products. 


inmeadvoca ting! aqmornep actives leadership role for 
the national government in regional economic balancing, the 
rounca 1 | hase yotede thes dit iusion; ofyresponsibilati es! Torsithis 
function among several departments and considers that it 
would be more appropriate in a federation to have them 
combined into one department of at least equal status with 
such major national functions as defence, external affairs 
and finance. The responsibilities at present go beyond the 
Major pregrams»of equalization! grants, transportation: subsidies 
and special measures (DREE) to include make-work programs, 
regionally differentiated provisions in taxation and unemployment 
tnsurance;, ad hoceidecisions, onslocationalcoptions forwall 
departments' capital expenditure and operational deployment, 
and policies for, partaculary industries, largely confined, to.a 
single region. Tt 45 truesthats there is»a focus of orchestration 
in the Prime Minister's office for all major federal decision- 
making, but otherwise no minister has undivided responsibility 
for the regional economic balancing role, either in the 
applicationiof, existing instrumentseor!)in their evaluation 
and modification as required. ine cthexaCounciavVerview the 
role is of sufficient current relevance to Canada's future 
as to warrant consolidating the responsibility and legal 
status in a department of regional economic affairs to be 
headed at the Deputy Prime Minister level to minimize 
organizational friction and conflicting policies. 
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Ot the economic roles postulated for the Atlantic 
Regqren, none.in the Council"s view is of greater long-term 
Stoniticance for both the regional and national economies 
than the family of present. and potentia) activities linked 
Eo oaene Gea and the Arctic. [hey Aneiude ofishore ol) And gas, 
oceanographic and biological research, shipping, fishing, 
Arctic resources and transportation, an the refinement of 
all the related technologies. In all o3 these the Atlantic 
Region has the natural advantages of immediate access, a 
sea-faring background, and the nucleus for a large composite 
industry. For Canada the continental shelf and the Arctic 
islands constitute a frontier territory of comparable challerge 
to that of the West a century ago. 


The Region is critically dependent on national 
decision-making in all marine fields. [t has welcomed the 
nethonal decision extending jurisdiction over a 200-mile 
fishing zone in 1977 as one designed to give the Region a 
Eremendeus opportunity and a national Economic role. A more 
recent décision to establish a large laboratory for ice studies 
tw ots wohn' ss rather than in Ottawa reinforces the confidence 
felt in the Region that its potential is being recognized 
and reflected in locational decisions. 


Jurisdictional disputes over fishing and offshore 
resources to some degree have been inhibiting investment in 
the Region, in the opinion of some businessmen at the chief 
exscutive officer level with whom Council has consulted. 
Provincial management of land resources has long been reyvarded 
oy Canada as the cornerstone of provincial capability to 
provide employment. The Atlantic Provinces, terrutorially 
small by Canadian standards, have an interest in offshore 
resources comparable to the interests of other provinces in 
their lands. Whether through national preoccupation with a 
Great land mass or through a lack of cohesion in the Atlantic 
Region, only in recent years has the potential been recognized 
for a strong regional economy based on the offshore. 


in view of provincial realities, the Council is 
not advocating that the Atlantic Provinces adopt pole cad 
union as a means of playing a more active role in national 
life. Acting jointly in their many common interests to a 
much greater degree, however, should prove to have substantiel 
economic benefit. The Council has suggested among other 
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things that regional positions be determined on national 
issues to the extent provincial positions will permit; that 
the lack of a major metropolitan centre in the Region be 
remedied to some extent by complementary specialization 
between cities; that the four provinces develop their 

Una versities to a common plan providing for a regional 
Neework OF professional training in major resource fields; 
and that consideration be given to adopting a regional 
economic strategy that best accords with the strategy and 
aspirations of each of the provinces. 
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V = ‘RESOURCES 


Although the known resource base of the Region irs 
MiiekelLy sin the period projected .to yield the means..of -sus- 
taining and improving the material standard of Lal Tuas Oe 
enjoved, the potential fon diversification <f employment is 
considerable and the resource endowment itself has been much 
enhanced by new prospects in the fishery and in renewable 
and non-renewable energy. If all else failed, the resource 
base would remain the Region's mainstay, and accordingly 
Wedeetis moh, orlority im. «a. development strategy. 


The Council has reviewed the potential and recent 
periormance of the Region's major resource sectors and details 
Gree oa Ions, are igiven. in ichapter. 5. .0f jhe. (Repost. All 
Sectors wappear capable of increased output, both in volume 
wn ovarilety, some, more limited. than others and. all subject tc 
Pienciabiiy of entrepreneurial initiative, to, world jorading 
ConagLleions, and to the imperatives: of annual or finite yields 
from the resources themselves, Generally the additional 
employment potential exists.in the ability of. the Region 
Ane mee tonal tariatr negotiators to, improve, penformance. in 
Velie. Aaoded. Prior «oo export, Since most .of..the Region's 
CUbpeomn se source output is sold outside an” raw or )semi-= 
processed form. Canada's current Minister of Fisheries has 
estimated, for example, that..the, Atlantac fishery. can: deliver 
Pessi0ly 2 0,000 more, JObS an. processing (and. 15),.000, more, in 
associated industries. rhe. Council thas mot attempted,.to 
Sani y vob potential by mesounce. sector, .buie recommends 
adoption of resource development policies which encourage 
inpocLMent, anteres. in such, potential, particularly. uan 
Sean tee toa LON 2O bs etit ox t.. 


A Council committee visited three Scandinavian 
Countries in early 1978 and were. astonished to Jearn at first- 
Hag. how pweoplé obliged to rely on intelligent use of a resource 
endowment and geographical orientation similar to Atlantic 
Canada's have been able to. attain, world. prominence in standard 
ef living and creative achievement. Forests in Sweden are 
cultivated,. and technoliogy: in. forest-—based industries is 


exported to, many countries of the, world. Swedish mines have 
Het hao @ case of SLIicosis in 20 years: Ouality £ish 
products in Norway are a matter of national pride. Regional 


development policies in Norway are deliberately Seruoeired ce 
provide living conditions of equal value for all residents, | 
Yeqatdless of location, even in the AroulLe. Minimum qualifi- 
cations in agricultural education are applied in Denmark for 
Plicgibiltity for financial assistance in Farming, The Danes 
have been selling canned mussels and frozen cod tongues in 


Newfoundland. 
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FISHERIES 


Canada's declaration on Demian: bye 7 oe a DAO 
mile fishing zone opened an exciting new era for the Atlantic 
fisheryrand related industries, long in a troubled and _ subsi- 
Gime istate and subject. to the pillage of fishing stocks by 


foreign fleets. The mone represents: a4 major naticnal 
commitment toward restoring the Atlantic Region to economic 
health. Tie move pls accompanied by am apparent détermination 


to manhage.the stocks in Canada's best interests, which in large 
WeAsuce COnSstituce the interests) of the Atlantic Region. 


Flee ny “prospects for the Region inelude an increasing 
harvest’ of most staple species; expansion into species hitherto 
angedty sononmed or left to others; national consciousness of 
tie tishery as an important industry and seurce of good food; 
SesembDiy in tine, Reqivon of day large E£amily ‘of scientific, 
professional and industrial skills; extensive support industries 
in equipment manufacture and repair; expansion and sophistication 
Ot, Grisly processing; strengthening of the settlement pattern. of 
eosastall tcommunuties into inter-locking groups; and expansion 
Of fishery products into large new markets. A strategy for 
optimum economic benefit to the Region should embrace all such 
prospects and include at least these major elements: 


Consol Tdation o£ Zone (pounderites — Outstanding 
questions include the need to reach an amicable settlement, 
paleo) fort the cequiddstant principle and historire fishing 
practices, between the United States and Canada off the mouth 
of the Bay of Fundy; extension where necessary to the equi- 
Gustanbl dine between Canada and Greenland to protect the 
mMignatvor y mange ol Atlantic salmon; rejection of French claims 
Pages ib. armunehone fishing Zone around St. iPaemie, and 
Miquelon; and extension of the Canadian zone, and indeed 
owners ivip,’ voor lds tof thes Contamental shel, imciudineg the 


Flemish Cap. 


Sipock Conpyolss ands Ouct at AbLoGatpions) A Regime of 
strict controls, based on adequate scientific knowledge and 
foreign nation quota allocations which do not impede orderly 
growth of the Canadian fishery, must be maintained indefinitely. 
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Federal-Provincial Relationships - Domestic accord 
OtwerLehery assues is vital to systematic development. While 


epe- strong national Commitment of recent years has placed 
Chesindusitry on a new footing in dramatic fashion, the 
Provinces cannot be excluded from the on-going management 

in the interests of their own communities. Tne Counew . 
recommends that all federal directorates concerned with the 
Preraneole t2shery be Located in the Region, Particularly 1s 
Poemeoenteot of scientific effort and that a federal-provinciel 
commission (including Quebec) be established to oversee the 
Management of the whole Atlantic fishery. Investment in 

eae LOngG-term prospects of the fishery is reportedly being 
Inhabited. by jurisdictional disputes and uncertainty in some 
management issues. 


Income Stabilization - Special unemployment 
insurance measures for fishermen, designed for an earlier 
era, appear incompatible with a steadily strengthening 
itehnery and should be phased out in Favour of a contributory 
Gaten insurance and price support system. 


Technological Adaptation = Growth potential in 
the fishing and associated industries warrants encouragement 
Meee nnoLogical excellence an bicglogical surveys: Ship, 
Gear ana plant design and construction; catching methods; 
aquaculture; storage and handling; processing; marketing; 
Eransporcation; and industrial engineering... Fraditional 
and borrowed technology have their place, but indigenous 
Capability is needed to solve problems characteristic to 
the Region in multi-disciplinary fashion (e.g., how to 
Process and. market. squid, for maximum return to the Region) . 
Industrial assistance measures discussed in the next chapter 
have wade Application to the fishery and related industries, 
Waink ventures with foreign nations under strict conditions 
Can accelerate adoption of innovative. technology in the 
Atlantic fishery; anda net worth of training institutions 
and professional specialties at university level designed 
for regional needs is recommended. 


FORESTS 


The forests have long provided stable and rewardin¢ 
employment in the Atlantic Region, and. bothe curzrent and lonc- 

: ‘ ae 

term market prospects are encouraging. Much of the Region's 
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forests are capable of increased volume of Output only with 
more intensive forest management practices, but Labrador 
forests are virtually untouched with ‘an annual allowable 
cut sufficient to sustain at least two major mills. 


Over 900 businesses were engaged in logging and 
manufacture of wood products in the Region in 1975, ai veictily 
employing some 27,000 people. 9 With? 5.7%°0f the standing 
merchantable timber in Canada, the Region's harvest was 11.3: 
oe rire Haei onal -voval in 1075.1: a professional forestry 
Snood already ‘exists! in tthe Region, at tthe University of 
New Brunswick. 


As in other renewable resource-based industries 
of the Region, a development strategy must include provision 
for improved resource menagement, diversification of processing 
operatrons in ‘the Region, aggressive marketing ‘and tarigtet 
negotiations, and improved technological competence in the 
application of raw and semi-processed material to new uses. 
Spec) ca ley? an tie case of forestry the following stratequic 
direction is recommended: 


Resource Management - Since intensive forest 
Management practices have a substantial labour component, 
Cameaa aia “the »Yrovinces nProht consider oint Piwanding cox 
Crown corporations to cultivate selected forests on Crown 
lands and *on “prryate Wands; for a “service fey National 
participation would be warranted on regional development 
grounds and as a productive alternative to unemployment 
insurance and make-work projects for many people. PYovys Wega: 
efforts should be complemented by land use planning and 
taxation policies favouring intensive forest’ land management 
by private owners and multiple uses wherever practicable, 
ineluding recreation. 


Diversification - Since employment potential per 
unit of wood volume is higher when processed into lumber and 
tetated uses than into pulp and paper, 1t is important to 
the Region to improve its usage of sawlog stock and to 
encourage integration of lumber production and pulp and 
paper operations. At increasing energy costs wooden articles 
and components may replace metal usage in some applications, 
and local wood supplies may replace imported lumber for many 
purposes. The Region is at present largely confined to 
production of low grade paper (newsprint and linerboard)’, 
and markets and tariff concessions should be sought to 
permit production of fine papers. Surplus and weeded forest 
biomass may also have significant potential to supplement 
energy generation in the Region, already highest-priced in 
Canada. 
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MINING 


Mining in the AtVantic Region has had -net growth 
im both production and employment in the seventies and further 
G¥Poweh 15 likely. Dominated by iron ore production in 
Labrador, the industry is a-large employer in all provinces 
Die Prince Edward Island and both levels of government have 
Semone erlrorts to facilitate new. exploration. Immediate 
new production prospects include expansion of coal mining 
in Nova Scotia, base metal mining and potash in New Brunswick, 
anos ufanium in Labrador: it fuels are excluded, the minera. 
PeOduction of the Région ‘has shown a gain on. the national 
Pee LOM te, os In O71) to 1£5¢ an 1976. 


With its extensive mining operations carried out over 
Wenmy years, the Region has not been without its share of mine 
efooures, Community disruptions; and health and safety hazards. 
With the exception of Nova Scotia, where the output is largely 
tr ionM-metatlic minerals and structural materials for local 
isee cme Regaon exports Most of LES Mining output gm raw oF 
minimally processed form. Although Canada's Export Development 
Corporation has underwritten part of the cost of establishing 
a zane smelter in Peru and a léead-zinc mine in Ireland, the 
Provinee of New Brunswick has so far been. unsuccessiul in Wes 
efforts to establish a zinc smelter in its zinc-producing 
Bathurst area, one of high unemployment and under-employment. 


The general mining strategy recommended by the Council 
has three main elements: CONLINUuiIng Government activity i287 
mapping and geological surveys to build and maintain a regional 
Capability and to facilitate explotation for néw mineral finds; 
retiroemenc "of “public policy respec:ing health and safery 
havaras, Pana the social costs of m. ne closures; and careful 
scrutiny of relevant federal policies and new production plans 
of Mining companiés in the Region to encourage local processing 
of mineral assets wherever possible. 


AGRICULTURE 


While there are many examples of highly successful 
adaptation to technological and market changes in the Region's 
agriculture, generally the sector has been marked by declines 
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in total acreage farmed, in the number of active Larne, and 
imeathe,interest of younger: people. Atmyriadvof assistance 
programs has not altoyether reversed these trends, although 
the value of farm cash receipts has been keeping pace with 
inflation and in 1976 exceeded $100 million in each of the 
Maritime Provinces and $20 million in Newfoundland. ft 2S 
estimated that there are 14.1 million acres of soils suitable 
foeegeneralsarable ausevine the: Regiony ofl which Onive!.7 milLiTien 
Wereiivause astfarmss:nol9/76, "compared with about” Si il nrhlien 
Serves oayud 9665) While thespéossibilitiesgs for expanding pro- 
Mactron are great, the Council does not wish to minimize the 
foGiaeulties of generating adequate farm incomes in the face 
Sl e-ever=increasing production costs, particularly for energy. 
wet Enere are Substantial amports of agricultural products 
which could be grown in the Region and which are also subject 
EG wngh energy costs as well “as the cost of transportation. 
The Region has also demonstrated over many years a noteworthy 
Capacity LO Export processed food products of agricultural 
SEtgin, as well.as a number of crops of ‘high quality produce. 


The Council has noted a number of specific problems 
and opportunities to be addressed in a development strategy 
mOr agriculture in the Reqion: 


Technological Adaptation = Because of the split 
7TUsLsar1retion and the myriad of assistance programs, agricul- 
tural representatives (agreps) are generally too preoccupied 
Wim ogelivery GE assistance to be able to concentrate on 
ihe, prime function of technical advice to the farmer. The 
Serious gap between agricultural research and its applivtation 
Go the particular circumstances of the farmer of the Region 
eroula be tLemedied by transferring both the research and 
extension roles to the provincial universities, one of which 
should offer degrees in agriculture with the others affiliated. 
Delivery of assistance programs should be the responsibility 
of government departments. Although there has been a trend 
to farms of larger size, what matters is whether the max of 
Size and intensity of operation constitutes a viable economic 
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Land Management - Improved aqGricuLtural land 13 


a valuable resource capable of annual economic returns 


indefinitely. Loss to other uses or misuses, whether through 
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urban encroachment or abandonment of uneconomic farm units, 
Seer sit licient publac concern to wartant zoning and taxation 
Poutcies FO keep (ood aqricultural Land) in production . 


Income Stabilization and Marketing = Although 
Dbaeketing boards help to provide security to the farmer and 
reasonably stable prices to the consumer, there are penalties 
eo oe pata in @Lticiency and initiative which might be 
Mena 2ed=by returning some features of a free market combined 
Wie anconme stabilizatiom and crop insurance programs. 
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The Council considers the need to revitalize 
enterprise in the Region to be all-pervasive. Its separate 
Chapter on business (Chapter 6) is meant to have some 
degree of application not only to manufacturing, wholesaling, 
retailing and the like, but also to resource extraction, 
ESOuMricm, Construction, and a host of general and professional 
services. 


A Major, common factor is entrepreneurship, to be 
fostered at the fisherman, farmer, student, small business 
and professional levels as well as by captains of industry. 
Other common factors include managerial and technological 
Casent, access £oO capital, favourable public policies, business 
imeelligence, the profit. motive, and the personal satisfaction 
in achievement. 


Business performance in the Region appears to have 
suffered not only from the general slowdown of the seventies, 
but from a lack of confidence more marked than in the rest 
of Canada. Investment in the Region grew at less than 5.8% 
aunwalily in the, 1973-76 period, ,compared to the national rate 
Of 84.0%. The inverse correlation of the unemployment rates 
2s all too apparent. 


Because of the marked differences in general 
economic attainment between the Region and the rest of 
Canada, and the evidence that the Region's comparative failure 
te thrive is ltnked with historical oversights, in natioral 
economic policies, the Council advocates a special package of 
stimulative measures for private sector attention to the 
Atiantac Region, That the principle of yregional differentiation 
has now been recognized by the Government of Canada is noted 
in such measures as investment tax credits and regional 
development incentives, but the scale of such recognition 
to date is considered not large enough in relation to, both 
the problems and opportunities facing the regional economy, 
as clearly indicated by comparative statistics presented in 
the Report. 


The mix of business assistance measures recommended 
by the Council is designed to help combat the following specific 
problems and opportunities perceived from the regional view- 
point in consultation with the business community: 
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(a) the vulnerability of the Region. in Ati rnacking 
Capital investment in a period of high 
borrowing costs; 


@) shortage vol iventure capital availability in 
the Region; 


(G) the investment indifference to the Region of 
the national corporate sector, exemplified 
even by the Canada Development Corporation, 
offwhieh thessGovernment,of-Canada. is still 
majority shareholder; 


(d) tari tivandtnon=tariffebarrierseto. the. export 
of more highly processed resource-based 
products from the Region; 


(e) limited degree of regional differentiation 
in the Regional Development Incentives Act, 
and the need to improve access to it; 


CE) the need to cultivate technological competence 
oriented to industrial opportunities of the 
Region and to outside competition; 


(g) upgrading entrepreneurial and managerial 
quality in the Region's business community; 


(h) Dromotvon, ofthe: Regions; 0ovutput.and,.1ts 
advantages for attracting outside investment; 
and 


Ga) Tevitelbizindg historic trade inks whLth, and 
via New England. 


Among the measures recommended for a special package of 
business inducements) for the Atlantic Region) are .an inverse 
tax system for manufacturing, to increase value added; 
tax-free debt instruments; tax incentives for stimulation 

of private venture capital; freer trade for selected products 
exportable from the Region; amendment of the Regional 
Development Incentives program; further regional differen- 
fAaAtion provisions. for investment tax eredits, including 
investments in research and development undertakings; tax 
write-off provisions for selected growth industries of the 
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Begeon Sinilar to .those,for the Canadian fitm and frontier 
petroleum industries; and establishment of an Atlantic 

Region Marketing and Development Association, to market 
regional products abroad and to attract outside investment 

to the Region. The Council has noted that the Canada Develop- 
ment Corporation, in which the Government of Canada still has 
about 68% ownership, has no direct investment in the Atlantic 
Region, and recommends that the Corporation make a conscientious 
effort to participate in the Region's economic development. 
The various recommendations made in the Report are based on 
Ehbe aesumption that it is.one of the, principles of the Canadian 
federation that economic opportunity be reasonably distributed 
across the land. The proposals will cost money, but in the 
Council's view they represent an economic rather than a 
hinancial approach to,a, serious national. problem... 


For the medium and long term, as the Economic 
CoOuncat~oreCanada has noted ion, dts 19/77 Report, "Living 
Toqether”’ «the Region should,.move,to,correct a lag in 
BPLecucti yity: The most glaring examples of low productivity 
in the Region are perhaps reflections of scale of operation, 
of outmoded plant, and of short entrepreneurial horizons. 
Defining the Region's economic problem, as one of low 
Productivity, however, convenient ,a,term, is,to,ignore, the 
problem's historical origins.« The aggregate view thus 
created, moreover, tends to malign unfairly the Atlantic 
Region worker,and to inhibit, investment. on,account_of oa 
reputation by no means entirely of the Region's own making. 
The Atlantic. Development, Councilsis, aware of numerous 
examples of plants in the Region in which productivity 
tevels are. on a. par. with, or .bettier,than;, these ef plants 
eieewhere in.the country or.the, wowld virtually, ,identical 


in scale and managerial method. Until Asriches mix, of Economic 
activity. (including,especially more .extensive practical use 

of new research and technology) is cultivated in the Region, 

to eliminate present high unemployment and underemployment 

Fad £O.enlarge regional,.ocubput, .wegionel productivity 

overall is bound to remain low and to appear to reflect 
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unfavourably on the Region's economic pote wed ad. 
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The service industries now employ more than three- 
fate Of all employment in the Region, OUCSErTopanG: in thie 
Deopertion both the rest of Canada and the New England States. 
Welcome as the growth in service employment has been, the 
Council rs concerned that the apparent maturity of the 
regional economy is highly misleading, since the growth has 
vesurced Vargely from the force-feeding of the regional 
economy by “‘transiér payments. Had a comparable growth 
occurred sn “the Region™s primary and sécondary sectors to 
hepor. The tgraowth in the ‘tertiary sector, the Council would 
berrociseing far less emphasis on the national responsibility 
De am “economic development ‘strategy for the Region in the 
eighties. Much of the strategy proposed, therefore, seeks a 
trensrormativonr of the’ Region's service Sector to rely on 
wealtn—-qenerating activities rooted’ in “the Region. 


Not all services are directly dependent on genuine 
growth in the local economy. Some have a wealth-generating 
SCapeacity of (‘their own... Examples include the repair and 
Servicing Of TOrei gn ships, head ‘otfftice operations of national 
oremultignatvonal corporations, national’ operations of govern-— 
Wet, .tOUrasm,- and specialist consultant Services competitive 
Sutiencde the Local economy. Opportunities for the Region to 
enimnamce: “its > capability in such fields’ are crucial’ to the 
development strategy proposed. 


Theses Council 1s" not Siigqgesting that the mix Of 
service employment generated in the Region by increased 
transfer payments is unneeded. That many new service skills 
ATEOMOW available vis a’ strength” on which a healthier regional 
economy may be built. They depend heavily now, however, on 
the generosity rather than’ the needs of other’ Canadians and 
thei neecasvoreother potential customers of The Region. Such 
Sacianatey ine the’ Council’ s*view, Ls not conducive to 
service efficiency, and enterprise within the Region tends 
Go bevsapped’ of initiative and deluded about the realities 
efltecompetitz2onsinethe world” outside’ 


“sets -ets aren vot gare Wihwrenlaseet vie 
O£¢2 HA Onde se) e eta +8 peat ada a2 ” 


-c47629 de Twit win Sts ove BbAnAD Gordy ae: 
ejiy gtHatad 

7a to 

Pau hia vag 


fetolpay 
tiveye, slacseqmay = Bai -WPndmy big” 
Ssebpovee hea vesmbsg Stet 
‘ats 
Leech ia ai oy P)e Adana aed 
n rLpe® iad to) Yhetesie® 2heagqel 


53: apsetads 
Paw LSicaces3 
(UF Muda steces 

Salis 12 
fi @ageG , 


—s4 ' - @ 


a ipne, 


i # Li enu 


ae 


‘ae 


ive : 


an Shoal gna «obeveg eh 
V32 (tam veboe5 je en: 166%. 

sane? ,patiaed asa eidwils 
ou 4 


nit? 


Sr 


=. aa 


iviGih VN Si9tt® «ue won iveng es fou 
eT Tha Shy 
a3) 


=—/T a 


oi) ap eg 


os 


‘tes wa. Vyas io48 ont” Yom 
abet side mein a rjIse apie 


Se 
i ae 


+ eholog) aslymest Ones. tieng 
-OInGS Soe Ste Sear +24 Life fplraro% 


i Feary 


ahs, ar 


ior!e oni Jeen ras 36n of Lionas 
Wai [ef eis ay 6* fe .enep: a0@ 


io 6 whens dg Cw: Ee} *daa> vite 
“59 29s emoxgue le: umgog rodto to a oan ae 7 


be’ wii Ov at<n5do? aA 3 
itt 756) . vaepbyge S' ags wr 


» Sengerg _e #2 eff 34-4 


‘ at wet ymocoos Bisal ode r. t , 
i. ry 

: | eee Sits r 
MOcI4e . ponies 91600 LTaerel hide. Aion 59 
tite des Jel letoode ode “s wie ., on 
TM Jive31v~4Agg .¢nrddens Cevot! mt; { ot vo 
22k abled) dang (ni {4ifidequo wy Penn 4 

-beacQo%g epatease # 


Shae ‘ i, 


im serhn beheonbale) a fanveq’ 7: a 


itidw 40 "sonsde le @ ie aan ee ha 
ae. Shegebh gad? aetigs ec vate Sem ome 
if 


"en 84 .wol@'a'* Pigtuud ef me i 
Vij aw oe ‘su2e8 Ine bity, iNZ7Gnals: ‘ nye ' 
fatpist Gen shigkieing to. 1“ a. 
Soltero hinow wAy ed yl : 


re 
7 


= 36 = 


TOURISM 


Tourism is a service industry of major importance 
yvertt 1Our Atlantic Provinces. “To varying degrees it depends 
One the recreational attractiveness of the Region but in its 
wider connotation as the travel industry it reflects the 
general tempo of business activity and the disposable incomes 
of both residents and visitors. The Council has been 
encouLaged tO note that the annual number of visitors to 
the Region has remained modestly on the increase, despite 
iwemig  COsts, particularly for transportation. Alo four 
provinces are being assisted in their tourist development 
programs by the Department of Regional Economic Expansion. 
National Parks, National Historic Sites and Properties, and 
the Department of Industry, Trade and Commerce are also acti: e 
POnces in the growth of the Region"s tourist industry . 


Erom the regional perspective, in the Councils 
view, a development strategy for a healthy tourist industry 
mequires further concerted action by the various jurisdictions 
to strengthen consumer confidence in the Region as an 
attractive place, to visit and holiday, to maintain 
competitiveness without excessive subsidy in the face of 
EiLscing costs; and. to enhance the quality of tourist services 
consistent with the growing sophistication of demand. The 
Council has noted that the four provinces have already 
collaborated in tourist advertising for the Region and 
Tecommenas that further joint action be taken in such fLelds 
as reservations systems, off-season activities and events, 
reliable and unbiased rating of accommodation, marketing, 
distinctive cuisine, and training. As in major resource 
fields, the Council considers tourism of sufficient economic 
importance to the Region to warrant in one of the universities 
Be the Region = capability for professional training in botel 
and resort management and related design skills, to which 
Canada (on regional development grounds) and the other 
three provinces would contribute. Representations received 
by the Council also indicate that a number of prevailing 
policies, at all levels of government and including those 
of utility companies, do not adequately discriminate Eox 
the needs of the tourist industry . Multiple taxation of 
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alcoholic beverages (for example, on wines with restaurant 
meals) seem to the Council to be pare cularly onerous. 
Given.,other difficulties of remaining competitive, say, 

with New England as a tourist destination area. The Counce wh 
recommends that all levels of government collaborate in an 
analysis of the impact of their policies on the tourist 
industry and in correcting policy anomalies, where necessary, 
to stimulate private sector interest in the industry. 


DIRECTIONAL USE OF FEDERAL HOUSEKEEPING 
EXPENDITURES 


The value to the Region of being chosen for 
Hocation,of certain national operations of major companies 
and the federal government has been cited earlier in this 
Summary. The case of the national government is a special 
one in this context because it is the largest single employer 
awoepurcheascer on the country, and has ja direct responsibility 
forethne Atlantic Region as for all others. 


Approximately 27% of the Canadian federal public 
service, some units on the scale of major industries, is 
concentrated in the National Capital Region as compared with 
approximately 12% for the United States in the Washington, 

Peis area. The 1977-78 Canadian federal budget provided a 

Deel of $5.5 billion for the purchase of qoods and services, 
mneluding capital formation. in, the Council’s view, federal 
housekeeping expenditures alone constitute a powerful instrument 
for regional economic balance. 


Already the Government of Canada has begun to 
consider and decide on the relocation of certain housekeeping 
operations from the National Capital Region to other regions 
Ger Canada The Atlantic Region is to share in the relocation 
decisions recently announced, and the implementation will 


take several years. 
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one Council, appreciates that not all federal 
operations are moveable, that some are location-specific, 
ane=that all are important to local economies in their 
present locations. Decisions to move established units will 
never be easy. The choice is easier when new units are 
formed; they may be initially located to help achieve 
regional economic balance or, if they must be located: in 
Ottawa, may provide substitute employment to offset other 
operations that can be moved out. The Council recommends 
that possibilities for relocation of federal lousekeeping 
upbtss not only from Ottawa, be kept under continuing review; 
that moves to the Atlantic Region be chosen to serve economic 
development purposes and not merely economic growth (relocations 
already announced for the Region have generally been mass 
clerical operations - the Region needs boosting in the 
Management, scientific and technological bands of the work 
force spectrum); and that the administrative responsibility 
for Locational decisions be placed in the proposed department 
of regional economic affairs under the responsibilrty of 
the Deputy Prime Minister. 


Phe Council 1s less convinced" that’ a serious federal 
commitment has been made to use ordinary federal purchasing 
operations to help develop the regional economy, and recommends 
some imaginative federal policy - making and action on this 
poOrnt.: 
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CONSTRUCTION 


The Council has not attempted to catalogue desirable 
imzractructural improvements for the Region, and the develop- 
ment strategy it is proposing would enhance capability to meet 
peal needs»fTrom a more active regional economy. Sighigt Lean t 
federal assistance to diocal infrastructure has been provided 
Dyetouc, Départment of Regional. Economic, Expansion and’ through 
various other measures. As noted earlier, however, the rate 
Gf capital investment in the Region has fallen seriously 
behind, the. average, for the rest of Canada, and early reversal 
Of. the, trend. 15 required if the employment targets postulated 
Pore ie nogOne Ss, labour force to. 199) are to. be realized, 

Dare lcubLariy in construction trades: Not since the ultimately 
abortive undertaking of the Intercolonial Railway has the 
Region been the beneficiary of a great national project 
designed solely for the long-term underpinning of the regional 
economy and its integration into the national economy as a 
CoOrcrebutor .< 


TRANSPORTATION 


Prom % weview “Of transportation policy and ‘systems, 
Phe Counce tks convwineed “shat: ithe “Reg ion; enemarins: .eei.ti cally 
gensituve to “he wse and miisuse) of: st Pansportatlon as an 
instrument of economic development. Political leaders or ene 
Region have expressed the grave apprehensions felt about the 
proposed: appli cation tof (the l'usermipay’ —wrinciple wheme ytrans- 
portaviom facilities’ are provided qatupublac sexpense. As noted 
earlier, the Council is) recommending that the formulation of 
national transportation policy to accommodate regional economic 
needs be brought under the responsibility of the proposed 
department of regional economic affairs. 
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Since much of the economy of the Atlantic Region 
is now based on an extensive system of transportation sub- 
Bpilaies in place for many years, it would be helpful neither 
to the Region nor to Canada to phase them out until warranted 
By recovery of the regional economy. Lt may be helpful to 
Modity them or even to extend them to aid recovery, as the 
Council recommended in 1971 and does again in the current 
Report . 


In its review of present transportation systems 
serving the Region and major needs of the future, the 
Council has recommended improved rail freight service for 
Movement Of Certain resource, outputs in bulk; rigorous 
Moniteorang Of the quality Of transportation service, 
Perctacul~arly where constitutional obligations are involved; 
improvement of road links to and via New England in the 
interests of north-south trade; and strong federal commitment 
to the transportation elements required to make the Atlantic 
Region the principal supply base and receiving centre for 
development of Arctic, marine and Labrador resources. 


ENERGY 


The energy crisis has been particularly severe 
in the Atlantic Region despite a massive federal government 
program to cushion thePworst effects of dramatic” increases 
in world orl prices: National energy policy has afforded 
a number of measures specifically to assist the Atlantic 
Reqaon In COnservation.otftenerdy ;F organization to tap new 
energy sources within the Region, a nuclear power plant in 
New Brunswick, a survey of Nova Scotia coal reserves, and 
linking Prince Edward Island to New Brunswick energy sources 
by submarine cable. 


ThesRegvoneista net exporter of electric “power 
becausencortlongrterm contractual "commitments “to'sell the 
Large eChurchi li ‘Fallstoutput to°Québee at extremely low rates 
getnusome years iprior?to  %the “energy -Grisis. Labrador has 
abundant reserves of hydro power undeveloped, but geographical 
barriers and political uncertainties have so far inhibited 
Pinancial feasibility. Other major possibilities for future 
energy supply include Fundy tides, coal reserves, and o11 and 
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gas from the Continental Shelf and the Arctic Islands. Smal . 
rivers, peat and unconventional energy sources add to the 
Ppreture of Long-term security of energy supply, while in the 
short to medium term the energy crisis poses a serious barri:2r 
to economic development. 


Short of early accommodation between Newfoundland 
and Quebec and use of the federal declaratory power, both of 
Purch appear Goubtiul, the Council considers it prudent for 
the Region to base its energy strategy options on: 


(a) conservation and readily available 
sources such as Nova Scotia coal and 
untapped rivers on the Island of 
Newfoundland; 


(b) the recall provisions in the Churchill 
Falls agreement to initiate heavy indus- 
trial development in Labrador, leading 
£6. Lurther recalls; 


Cc) FPunay trades, Li feasible; and 
Cad) national interest in 
(2) reducing dependence on imported oil, 


Cia) developing ‘offshore and Arctic oil 
and gas supply as well as Labrador 
and Fundy hydro, for which agreements 
with the provinces concerned are in 
place or pending, and 


ahs iG overall regional development. 


Tre combined fretas Of Arctic and other “marine-linked trens= 
port systems and large new energy sources potentially available 
to the Region, which may be tied together in a massive 
development scheme, offer the basis of a great national 

project focussed on “the Atlantic” Provinces, “with far-reaching 
economic benefits for both the Region and Canada. 
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IX _- POPULATION PROJECTIONS AND ECONOMIC TARGETS 


ASdeveVopmenttstrategy for the “coming Wdecade nust 
Parc eraccount of “the tiunber “of young icitaizgens tof sthe ‘Region 
alzedady born who ‘will enter the labour ‘force during the 
period. AccoLdrngly; the Counctl scommisgehboned ra tprofe ss penal 
Soudy ot -denog raphie projectionsi#for tthe (Region “to -1991; 
winch fortumately was “able: to take into account wrecently 
precessedtdata sfirom tthe 1b976 census: 


The O=-i1¢ age group is expected to continue to 

Serie vas a Proportion of (total population, while the 15-64 
age Group; Prom *which the “bulk tof “the labour foree ts idrawn, 
will iancrease its share of the population because of high 
Darth rates in the past. Those aged 65 and over will show 
ONY & slight increase. The dependency ratio (those in the 
two dependent age groups in relation to those in the 15-64 
age group) will decline; "indicating an easing, 6f the burden 
on the working age group in the forecast period. 


By five-year intervals, the total population of 


the Region and the population of labour force age are projected 
tO increase asnfollows: 


Total Population 15-64 Age Group 


1976 27 L317 800 1,544,100 
Pook 27299,000 17699), 200 
1986 27422 ,600 1; 82.07000 
POOL Zp sey es 00 179295,500 


tae wenrrenme VPabour participation rates ;Preflecting thecdiffi- 
SeultyVo£ “entering the labour force because of the shortage of 
7ObSs in recent years, aré projected to 1991, the Region will 
Heed about 304,000 net additional jobs between 1976 and TO9r 
to attain a 5% unemployment rate as calculated by Statistics 
Canada, and about 400,000 jobs on the same basis if the Region 
ia to reach current national Labour participation rates by 
LIOL. The Council has set its development strategy target 

in the upper half of this range, to allow for both a substen- 
tial improvement in the participation rate and a substantial 
reduction in the unemployment rate. Although the national 
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labour force participation rate may be expected to have 

mer Ove? +o Current rates, by 199.L, 400,000 net additional 
jobs in the Atlantic Region between 1976 and 1991 would 
Iohely satasiy the Councils general objectrve of attaining 
Parity in employment rates with’ the’ rest Of the natiGn withi i 
reasonable tolerances. (If a 5% unemployment rate is viewed 
Se vovervy Optimistic, Tt 1s to be noted that, at the present 
fanpDuL toOrce Participation rate of Canada das a whole, a 6% 
unemployment rate for the Region would still require 390,000 
nap a0cdpeLronal jobs by 1991, and even a 9% rate wotld requir: 
oy OO) ) 2. 


A provintial breakdown of the 400;,.000 net additional 


oe wet lecting «! LO/76 Starting POlunk le eacn case, 15 as 
follows: 

Newfoundland i As wr OO ES) 

Prince Edward Island Le, 000 

Nova Scotia deo. Bers) OO 

New Brunswick 2 OOO 


The Council”™s development strategy 1:3 based on 
the need to find rewarding employment within -he Region to 
Support 2te, population, ! and “at regards ma natvonal polirey 
based =-on attracting surplus labour from “the Region to economic 
hotspots elsewhere in Canada as an outdated view of Canadian 
Federalism which should be discredited. The targets 
Specified and Amplied itn its Strategy will tukely be 
attainable only with an unprecedented federal commitment 
to the Region and extraordinary endeavour within the Region. 
Tire One 1s Considered net Loo Much To bargain for in “the 
Sr rcumne tances: tne Other is then a matter Of CoOnverting "the 
SOstly, trustrating idleness of hegh wnemployment anto 
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X - ATTITUDES AND PERCEPTIONS 


It is. the Councils View that economic development 
Seer eelis stain the. minds of people, and that more efficient 
P2OUUCTION, and changes in. economic structure.to produce more 
sophisticated output are but reflections of a people's 
heaghtened perceptions of their condition and opportunity. 
Henerous people's, (e.g.5,4£2n, Holland,, Japan, israel, Switzerland) 
have shown that a rich endowment of physical resources is 
ROE. the ,most basic requirement, for, the cultivation of human 
petential.. it ohas, been characteristic of Atlantic Canada that 
Such structural economic changes as have occurred have been 
largely imposed from without rather than generated from within. 
In their state of dependence on the Canadian taxpayer at 
large and their heavy reliance for earnings on a relatively 
bountiful but poorly cultivated resource base, the people of 
the Atlantic Region are unlikely to experience acceleration 
in economic development unless they exercise the will and 
iearne thesekal ls. to, find a,better combination, of the politacal 
and, economic, factors at. their, disposal. 


PROBLEM-SOLVING 


[InpgAtlantic, Canada. Community "A" lobster fishermen 
required storage facilities. By usual procedure a spokesman 
approached a community leader, clearly well educated and 
supposedly with connections, to request that government provide 
a Storage pound as a ‘matter of urgency, since ‘the Lobster 
season had already started. Rather new in the role, the 
person approached asked for details of what was required. 

The spokesman for the fishermen, unsure of specifications 

thet would satistiyv them, said that he did not knew but that 
surely someone in government could figure it out. Distressed 
that the problem itself was not understood, though undoubtedly 
it existed, the new "leader" asked for a meeting with the 
fishermen. There it became apparent that the problem was not 
one of obtaining government assistance but one of defining 
Site, waterials and location for the Lobster pound. Once they 
had defined the problem in these terms, the fishermen decided 
they could build the lobster pound themselves - quickly, as 
the season had already started. 
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COMMUNITIES 


Developments, of recent.years, in “transportation, 
Pommunications, rural electrification, health, services and 
Sarcabional. opportunity, have virtually nullified, isolation 
iio moat rural areas. The important community unit of the Region 
Loaay, in the Council!) s view, is the area community, dduciuster 
of small communities and rural settlements focussed on an urban 
Cemere within commuting distance of site ,supportive. hinterland. 
With units varying in size, this settlement pattern is now 
well established in the Region, geared to local resources and 
opportunity. Loue,Counci) reels i¢iwould be bebters.to .réeintiorce 
ane OU On theatatLira ly pattern ratner than to disrupted: t.and 
Rorce 22 42nto another mould. 


The problems and aspirations of predominantly French- 
speaking area communities are common to those of other area 
communities all over the Region, except that language and 
Sultural datterences are an added complication, particulariLy 
am Labour mobi bity. Strong efforts are needed to make the 
francophone population feel at home in the Region as a whole, 
go thet the. preferred options for, francophone people, wishing 
to move from rural areas or to advance in their careers lie 
within the Region itself. Of immediate relevance are efforts 
to provide bilingual services in regional centres where a 
Slen Licant number ,of people. .~are, «or become, \Erancophenme,;, sand 
EG. aecract to -tne wrban centres firms iwhich may aweeh woo. take 
advantage of the francophone presence in the area, particularly 
decentralization of federal government operations, in which 
francophone people of the Region clearly have an important 
Bat toval  Frole. 
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OURSELVES 


Of all the previneces of Canada, with the possible 
exception of Quebec, tke Atlantic Provinces have evolved witlk 
poe meast ditution of the basic population mix, which they had 
a hundred or more years ago. The various stocks have for the 
most part been thinned repeatedly by emigration but never 
overwhelmed nor even slightly jostled by immigzuation, as all 
but few scattered individuals of the millions of immigrants 
to Canada have passed the Region by to seek op»vortunities as 
advertised in the larger provinces. Attitudes about what was 
still British North America a hundred years ago understandably 
die harder in Atlantic Canada than elsewhere in the country. 
The people who stayed and propagated in the Region have had 
Srriscuaty coming to terms with the Canadian. reality at all 
stages of Canadian history since the opening up of the prairies, 
and they are perhaps least conscious as a regional group of 
the modern Canadian reality. 


Le appeare “to: the Council that. the disturbing 
questions being raised about the nature and future of Canada 
have a perplexity for people of the Atlantic Region that 
differs markedly from the perplexities of other Canadians, 
as theirs undoubtedly differ among themselves. Some of the 
people of Quebec appear to have resolved their perplexity by 
revsecting the Canadian reality. In Western Caiada, it seems, 
there is a resolve to transform it. in Atilantwre. Canada 
there is curidusly an apparent fear of losing what perhaps 
never was, or what nas been lost for a long time. The Council 
suggests to the people of the Region that we come to terms 
first with our own reality; set oux own priorities, and seek 
with other Canadians to create a new Canadian reality in 
which all may be more at ease. 


